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CONFIDENTIAL DAR ES SALAAM 0918 
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SUBJECT: NYERERE BRIEFS ON FOREIGN EXCHANGE SITUATION 

REF: A) DAR ES SALAAM A-33, B) DAR ES SALAAM 4133 OF 
12/9/74, AND C) LUSAKA 0550 (NOTAL) 

1. SUMMARY: PRESIDENT NYERERE RECENTLY DISCUSSED NATION S LIMITED 
FOREIGN EXCHANGE RESERVES AND SUGGESTED THAT WITH RESERVES OF ONLY 
US $28 MILLION TANZANIA CAN ILL AFFORD TO IMPORT FOOD IF MID- 
YEAR HARVEST INSUFFICIENT. WHILE NYERERE HAS BEEN CANDID TO HIS 
PEOPLE, THERE ARE OTHER ASPECTS OF FOREIGN EXCHANGE PROBLEM TO 
CONSIDER - POSSIBLE REPAYMENT OF SHORT-TERM BORROWINGS FROM 

US BANKS, STEADILY INCREASING DELAYS IN PAYING FOR (AS WELL AS 
REDUCING THE AMOUNT OF ) ESSENTIAL IMPORTS, AND PROSPECT OF HAVING 
TO IMPORT MORE FOODGRAINS AFTER EXPIRATION OF PRESENT FOODGRAIN 
IMPORT PROGRAM. END SUMMARY. 

2. PRESIDENT NYERERE, ADDRESSING TANU, GOVERNMENT, AND EDUCATION 
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LEADERS IN TANGA ON MARCH 26, GAVE SOME ATTENTION TO TANZANIA'S 
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DIFFICULT FOREIGN EXCHANGE SITUATION AFTER ENCOURAGING CITIZENS 
TO GROW MORE FOOD THIS YEAR. WHEN DIESCRIBING FOREIGN EXCHANGE 
SIUTATION AS CRITICAL, SHOULD TANZANIA NOT HARVEST ENOUGH FOOD 
THIS YEAR TO LAST THE COUNTRY FOR COMING YEAR, HE REVIEWED HOW 
LAST YEAR WHEN SIMILAR SITUATION CONFRONTED TANZANIA, THE COUNTRY 
HAD TO BUY FOOD ABROAD. REFERRING TO TANZANIA’S ABILITY TO BUY 
ABROAD, PRESIDENT EXPLAINED SITUATION HAS CHANGED: 

"LAST YEAR, AT THIS TIME, WE HAD A TOTAL OF 1,000 MILLION 
SHILLINGS (US$140 MILLION) IN FOREIGN EXCHANGE, BUT NOW WE HAVE 
200 MILLION SHILLINGS (US$28 MILLION). THIS MEANS THAT EVEN IF 
THERE WERE NO WORLD-WIDE FOOD SHORTAGE, WE STILL COULDN'T HAVE 
AFFORDED TO IMPORT FOOD.” 

3. COMMENT: PRESIDENT'S RESERVE FIGURE OF $28 MILLION, WE LATER 
LEARNED FROM WELL PLACED TANGOV OFFICIAL, IS ACCURATE. FIGURE 
REPRESENTS LESS THAN ONE MONTH OF TANZANIAN-FINANCED IMPORTS. 

LEVEL OF RESERVES SHOULD BE BALANCED WITH 90-DAY BORROWINGS FROM 
US BANKS - WHICH PROBABLY EXCEED SLENDER RESERVE FIGURE. 

CONDITIONS HERE SHOULD ALSO BE JUDGED FROM SIUTATION WHERE 
GROWING SHARE OF IMPORTS ARE NOW FINANCED UNDER 180 DAY CREDITS. 

4. SLIPPAGE ON IMPORT PAYMENTS BEST ILLUSTRATED BY GROWING DELAY 
IN PAYING FOR CRUDE OIL IMPORTS. YEAR AGO, DEPENDING ON SUPPLIER, 

TANGOV PAID 30-90 DAYS AFTER DELIVERY. NOW, ACCORDING TO 
INDUSTRY SOURCE, PAYMENTS ARE RUNNING 90-150 DAYS AFTER 
DELIVERY. CONCERN IS EXPRESSED BY POL MARKETING COMPANIES 
HERE THAT CRUDE PAYMENT DATE MAY DRIFT OVER 180 DAYS AND 
REQUIRE THEIR HOME OFFICES TO TAKE DECISION WHETHER THEY 
SHOULD STAY IN BUSINESS OR NOT IN THIS MARGINAL MARKET. 

SINCE EACH CRUDE DELIVERY - ONE EVERY EIGHT WEEKS - RUNS 
NEAR US$5 MILLION, THIS WILL BECOME AN INCREASINGLY DIFFICULT 
PAYMENT TO MEET AS COUNTRY BEGINS TO APPROACH SUMMER EARNINGS 
TROUGH. THERE IS ALSO SOME ANXIETY ABUILDING THAT CURRENT DELAYS 
IN ISSUING IMPORT LICENSES FOR RAW AND SEMI-PROCESSED MATERIALS 
FOR TANZANIA'S INDUSTRIAL SECTOR WILL CREATE KINKS IN ECONOMY 
LATE IN 1975. FINALLY, IT NOW APPEARS ENTIRELY LIKELY THAT 
TANZANIA WILL NEED TO IMPORT 200,000 TONS OF FOODGRAINS (SEE 
REFAIR) FOR YEAR BEGINNING OCTOBER 1. 

5. IN REVIEWING FOREIGN EXCHANGE RESERVE FIGURE, TANGOV OFFICIAL 
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ALSO CONFIRMED HIS US$28 MILLION FIGURE IS NET OF ZAMBIAN LOAN. 

ZAMBIAN LOAN (KNOWLEDGE OF WHICH HAS BEEN CLOSELY HELD INSIDE 
TANGOV) WAS FOR $14 MILLION AND HANDLED AS TRANSACTION BETWEEN 
BANK OF ZAMBIA AND BANK OF TANZANIA. SOURCE BELIEVES REPAYMENT OF 
SHORT-TERM BORROWING, MADE IN THREE CLOSELY BUNCHED INSTALLMENTS, 
HAS BEEN COMPLETED OR WILL BE VERY SHORTLY. (SOURCE HAS JUST 
RETURNED FROM VACATION AND THEREFORE UNSURE IF LOAN NOW COMPLETELY 
PAID OFF.) 
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6. IN REVIEWING FOREIGN EXCHANGE SITUATION, WE NOTE THAT WHILE 
TANGOV IS ON ICEY BOP SLOPE, SITUATION IS STILL MANAGEABLE. 

PART OF TANGOV'S PROBLEM IS CAUSED BY DELAYS IN DISBURSING 
$30 MILLION IBRD PROGRAM LOAN. FOREIGN GRANTS AND LOANS 
CONTINUE TO BE MADE AVAILABLE FROM WESTERN DONORS - ALTHOUGH 
NOT AT LEVEL TANGOV WISHES. WE HAVE NOTICED, SINCE BEGINNING 
OF YEAR, A FAT, I .-OFF IN ANNOUNCEMENTS REGARDING NEW BOP ASSISTANCE 
AND PRESIDENT'S CANDID STATEMENT OF FOREIGN EXCHANGE PROBLEM MAY 
MARK NEW OFFENSIVE TO GAIN MORE SHORT-TERM ASSITANCE FROM ABROAD. 

CARTER 
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